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Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council
City of Romulus, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Romulus, Michigan, as of and for the
year ended June 30, 2003, which collectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the City of
Romulus, Michigan’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Romulus, Michigan as of June 30, 2003 and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis and the budgetary comparison schedules as identified
in the table of contents are not a required part of the basic financial statements but are
supplemental information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management,
regarding the methods of measurement and presentation of the required supplemental
information. However, we did not audit the information and express no opinion on it.

A member of

A worldwide associatlon of Independent accounting firms



To the Honorable Mayor and
Members of the City Council
City of Romulus, Michigan

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Romulus, Michigan’s basic financial statements. The
accompanying other supplemental information as identified in the table of contents is presented
for the purpose of additional analysis and is not a required part of the basic financial statements.
The combining statements included in other supplemental information have been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
are fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

As described in Note 16, the City has implemented a new financial reporting model, as required
by the provisions of GASB Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments, and related statements, as of July I,

2002.
7444@ f 77&»«/, PLeLe

December 8, 2003
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City of Romulus, Michigan

Management’s Discussion and Analysis

The following discussion and analysis of the City of Romulus, Michigan’s financial performance
provides an overview of the City’s financial activities for the fiscal year ended June 30, 2003.
Please read it in conjunction with the City’s financial statements.

Financial Highlights

The following represents the most significant financial highlights for the year ended June 30,
2003.

e State-shared revenue, our second largest revenue source, was reduced by the State of
Michigan by approximately $270,800 this year. This represents a 9.7 percent decrease from
the prior year and a decrease of 13.7 percent from 2001.

e Property taxes are the City’s single, largest source of revenue. The City’s taxable value for
fiscal year 2002/2003 was $936,477,626 (ad valorem), which represents an increase of
$66,587,152 or 7.7 percent.

e Two of the City’s three TIFA Districts were closed during this fiscal year, which resulted in a
one time operating transfer of $1,527,174 to the General Fund. In the future, the General
Fund will receive approximately $135,000 of tax revenue previously captured by those
districts.

e In April 2003, the State law that regulates the distribution of airport parking fees was
amended to provide the City with consistent annual revenue of $1,500,000. This funding
will be in place for approximately 20 years or until debt service for designated State bonds
have been paid off. Due to timing based upon the implementing language of these
amendments, the General Fund received revenue of only $578,372 in fiscal year 2002/2003.

e The implementation of the first phase of the City’s new financial management system came
to a close within this fiscal year including the payroll, general ledger, accounts payable,
accounts receivable, job cost work order, utility billing, and business licensing modules. This
new system has provided the City with the ability to closely monitor spending, which has
eliminated most budget overages.

e During fiscal year 2002/2003, the City of Romulus established a public safety department,
offering retirement incentives and reorganizing staff to provide funding for an additional eight
full-time firefighters. An in-depth assessment of fire department facilities and equipment was
completed and a recommendation made to City Council to construct a new fire station with
the utilization of TIFA funds.
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City of Romulus, Michigan

Management’s Discussion and Analysis (Continued)

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net assets and
the statement of activities provide information about the activities of the City as a whole and
present a longer-term view of the City’s finances. This longer-term view uses the accrual basis
of accounting so that it can measure the cost of providing services during the current year, and
whether the taxpayers have funded the full cost of providing government services.

The Fund financial statements present a short-term view; they tell us how the taxpayers’
resources were spent during the year, as well as how much is available for future spending. Fund
financial statements also report City operations in more detail than the government-wide
financial statements by providing information about the City’s most significant funds. The
fiduciary fund statements provide financial information about activities for which the City acts
solely as a trustee or agent for the benefit of those outside of the government.

The City as a Whole

The following table shows, in a condensed format, the net assets as of June 30, 2003 (in
thousands of dollars):

TABLE |
Governmental Business-type
Activities Activities Total
Assets
Current assets $ 14,788 $ 6,402 $ 21,190
Noncurrent assets 41,774 52,736 94511
Total assets 56,562 59,139 115,701
Liabilities
Current liabilities 3,322 3,430 6,752
Long-term liabilities 6,134 30,093 36,227
Total liabilities 9,456 33,523 42,978
Net Assets
Invested in capital assets - Net of
related debt 35,770 21,093 56,863
Restricted 4,229 9,713 13,943
Unrestricted 7,108 1,189 8,297
Total net assets $ 47,107 $ 31,995 $ 79,102
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City of Romulus, Michigan

Management’s Discussion and Analysis (Continued)

The City of Romulus has combined net assets of $79 million. Business-type activities comprise
$32 million of the total net assets. In future reports, comparative data will be provided for the
statement of activities. Comparative data is not required during the first year of reporting under
GASB No. 34; therefore, a comparative statement of activities is not part of the management’s

discussion and analysis.

The following table shows the changes of the net assets during the current year (in thousands of

dollars):
TABLE 2
Governmental Business-type
Activities Activities Total
Net Assets - Beginning of year $ 47,767 $ 31315 $ 79,082
Revenue
Program revenue:
Charges for services 4,320 7,398 11,718
Operating grants and contributions 4,245 - 4,245
Capital grants and contributions 31 8 40
General revenue:
Property taxes:
City 8,732 - 8,732
Sanitation 721 - 721
Street lighting 326 - 326
EPA - 2,193 2,193
State-shared revenue 2,583 - 2,583
Unrestricted investment earnings 408 184 592
Miscellaneous revenue 606 85 692
Total revenue 21,971 9,869 31,839
Program Expenses
General government 3,665 - 3,665
Public safety 9,250 - 9,250
Public works 8,204 - 8,204
Health and welfare 180 - 180
Community and economic development 388 - 388
Recreation and culture 802 - 802
Interest on long-term debt 142 - 142
Water and sewer - 9,189 9,189
Total program expenses 22,631 9,189 31,820
Change in Net Assets (660) 680 20
Net Assets - End of year $ 47,107 $ 31,995 $ 79,102
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City of Romulus, Michigan

Management’s Discussion and Analysis (Continued)

Governmental Activities

The City’s General Fund revenue increased by approximately $1.3 million, despite large
decreases in State-shared revenue, building permits, and interest income. The increase, which
represents 7 percent, was primarily due to the one time operating transfer from the TIFA
Districts.

General Fund expenses decreased by approximately $183,000 during the year. Decreases were
led by overall cut backs in spending City-wide.

Business-type Activities

The City’s business-type activities consist of the Water and Sewer Fund. We provide water to
residents from the Detroit Water System. We provide sewage treatment through Wayne
County Downriver Sewage Disposal System. In 2003, it was a drier than average year, which
resulted in relatively high usage in the water system. Although water and sewer rates had been
adjusted in July 2002, there was an operating loss again this year.

The City’s Funds

The analysis of the City’s major funds begins on page |I, following the government-wide
financial statements. The fund financial statements provide detailed information about the most
significant funds, not the City as a whole. The City Council creates funds to help manage money
for specific purposes as well as to show accountability for certain activities. The City’s major
funds for 2003 include the General Fund and the Water and Sewer Fund. The Water and Sewer
Fund is described above.

The General Fund pays for most of the City’s governmental services. The most noteworthy are
police and fire, which incurred expenses of approximately $8.9 million in 2003. Additionally, the
building and grounds department is significant in that it contains |13 percent of the total General
Fund expenditures.

General Fund Budgetary Highlights

Over the course of the year, the City amended the budget to take into account events during
the year. The most significant change was to decrease the charges to the General Fund and
other funds from the Property and Liability Self-Insurance Fund, the Retirees Insurance Benefits
Fund, and the Computer and Equipment Fund. These reductions were necessary due to the
revenue shortfall in State-revenue sharing, building permits, and interest income. These
measures held the decrease of General Fund’s fund balance to only $93,274.

Capital Asset and Debt Administration

The City took advantage of the historically low interest rates by refunding bond issues within the
DDA and TIFA District #2 Funds. This refunding resulted in gross interest savings of $694,478.
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City of Romulus, Michigan

Management’s Discussion and Analysis (Continued)

The City has several construction projects in various stages of completion. The Huron River
Drive paving and water main replacement project is in its final stage of completion. In addition,
one mile of Pennsylvania Road was paved through a joint project with Wayne County. TIFA also
saw to the completion of the Smith/Vining extension project, and those roads were finally
opened to the public this year.

Economic Factors and Next Year’s Budgets and Rates

The City’s budget for next year requires $1.4 million of fund balance in order to provide a
balanced budget. Because of reductions in several of the City’s major revenue sources, the City
needs to continue to watch its budget very closely.

Contacting the City’s Management

This financial report is intended to provide our citizens, taxpayers, customers, and investors with
a general overview of the City’s finances and to show the City’s accountability for the money it
receives. If you have questions about this report or need additional information, we welcome
you to contact the administration offices at City Hall.
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City of Romulus, Michigan

Statement of Net Assets (Deficit)
June 30, 2003

Primary Government
Governmental Business-type

Activities Activities Total Component Units
Assets
Cash and investments (Note 3) $ 7,559,645 $ 3,550,315 $ 11,109,960 $ 16,328,882
Receivables - Net (Note 4) 4,577,366 2,179,923 6,757,289 28,311
Internal balances (512,379) 512,379 - -
Due from other governmental units 2,772,765 106,851 2,879,616 355,628
Inventories 120,910 53,003 173,913 -
Prepaid costs and other assets 269,291 - 269,291 -
Restricted assets (Note 7) - 6,433,279 6,433,279 -
Capital assets - Net (Note 5):
Assets not being depreciated 6,109,165 1,458,078 7,567,243 -
Assets being depreciated 35,665,200 51,278,244 86,943,444 -
Total assets 56,561,963 65,572,072 122,134,035 16,712,821
Liabilities
Accounts payable 1,327,199 1,545,925 2,873,124 170,485
Accrued and other liabilities 510,508 250,506 761,014 11,612
Retainage payable 15,284 - 15,284 -
Customer deposits payable - 54,562 54,562 -
Claims payable 38,308 - 38,308 -
Due to other governmental units 456,256 - 456,256 9,828,611
Deferred revenue (Note 4) 127,862 - 127,862 343,059
Compensated absences:
Due within one year 194,122 19,313 213,435 -
Due in more than one year 781,452 63,503 844,955 -
Long-term debt (Notesland 8):
Due within one year 652,484 1,613,948 2,266,432 910,000
Due in more than one year 5,352,081 30,029,540 35,381,621 10,265,000
Total liabilities 9,455,556 33,577,297 43,032,853 21,528,767
Net Assets (Deficit)
Invested in capital assets - Net of
related debt 35,769,800 21,092,834 56,862,634 -
Restricted:
Streets and highways 3,158,187 - 3,158,187 -
Sanitation 239,610 - 239,610 -
Other purposes 830,488 9,713,279 10,543,767 -
Unrestricted 7,108,322 1,188,662 8,296,984 (4,815,946)
Total net assets (deficit) $ 47,106,407 $ 31,994,775 $ 79,101,182 $ (4,815,946)
The Notes to Financial Statements are an 8 plante

Integral Part of this Statement. moran



City of Romulus, Michigan

Functions/Programs

Primary government - Governmental activities:
General government
Public safety
Public works
Health and welfare
Community and economic development
Recreation and culture
Interest on long-term debt

Total governmental activities
Business-type activities - Water and sewer
Total primary government

Component units:
Tax Increment Financing Authority

Downtown Development Authority
Economic Development Corporation

Total component units

The Notes to Financial Statements are an
Integral Part of this Statement.

Program Revenues

Operating
Charges for Grants and
Expenses Services Contributions

Capital Grants
and

Contributions

$ 3665405 $ 1573915 $ 1,808,212
9,249,983 1,806,363 521,492
8,204,332 866,829 1,597,832

180,679 - -
387,751 - 238,823
801,858 72,996 78,302
141,765 - -

22,631,773 4,320,103 4,244,661
9,188,859 7,397,578 -

31,164
8,355

$ 31,820,632 $ 11,717,681 $ 4,244,661

$ 39,519

$ 4898308 $ - 3% -
577,335 - -
332 - -

$ 5475975 $ - $ -

General revenue:
Property taxes:
City
Sanitation
Street lighting
EPA
Component unit
State-shared revenues
Unrestricted investment earnings
Miscellaneous

Total general revenue
Change in Net Assets
Net Assets (Deficit) - Beginning of year

Net Assets (Deficit) - End of year



|
Statement of Activities

Year Ended June 30, 2003

Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Units
$ (283,278) $ - $ (283,278) $ -
(6,890,964) - (6,890,964) -
(5,739,671) - (5,739,671) -
(180,679) - (180,679) -
(148,928) - (148,928) -
(650,560) - (650,560) -
(141,765) - (141,765) -
(14,035,845) - (14,035,845) -

- (1,782,926) (1,782,926) -

(14,035,845) (1,782,926)  (15,818,771) -

- - - (4,898,308)

- - - (577,335)

- - - (332)

- - - (5,475,975)
8,731,537 - 8,731,537 -
720,835 - 720,835 -
325,888 - 325,888 -
- 2,193,498 2,193,498 -

- - - 4,780,099
2,582,522 - 2,582,522 -

407,759 184,019 591,778 189,672
606,095 85,440 691,535 -

13,374,636 2,462,957 15,837,593 4,969,771

(661,209) 680,031 18,822 (506,204)

47,767,616 31,314,744 79,082,360 (4,309,742)

$ 47,106,407 $ 31,994,775 $ 79,101,182 $ (4,815,946)
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City of Romulus, Michigan

Governmental Funds
Balance Sheet
June 30, 2003

Nonmajor Total
Governmental Governmental
General Funds Funds
Assets
Cash and investments (Note 3) $ 616,722 $ 4,747,104 $ 5,363,826
Receivables - Net 2,600,330 1,975,367 4,575,697
Prepaid costs and other assets 269,291 - 269,291
Due from other funds 267,137 260,096 527,233
Due from other governmental units 2,258,104 514,661 2,772,765
Inventories 20,842 70,002 90,844
Total assets $ 6,032426 $ 7,567,230 $ 13,599,656
Liabilities and Fund Balances
Liabilities
Accounts payable $ 470,529 $ 544322 $ 1,014,851
Accrued and other liabilities 481,944 19,057 501,001
Retainage payable - 15,284 15,284
Due to other funds 911,597 250,693 1,162,290
Due to other governmental units 96,468 359,496 455,964
Deferred revenue 1,575,699 1,904,140 3,479,839
Total liabilities $ 3,536,237 $ 3,092,992 $ 6,629,229
Fund Balances
Reserved (Note 9) $ 38,270 $ 308,617 $ 346,887
Unreserved - Designated for subsequent year's expenditures -
Reported in:
General Fund 1,431,562 - 1,431,562
Special Revenue Funds - 1,349,440 1,349,440
Debt Service Funds - 29,932 29,932
Unreserved:
General Fund 1,026,357 - 1,026,357
Special Revenue Funds - 2,553,535 2,553,535
Debt Service Funds - 24,515 24,515
Capital projects - 208,199 208,199
Total fund balances $ 2,496,189 $ 4,474,238 6,970,427

Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and are not reported in

the funds 38,873,560
Special assessment and Metro World Centre, Ltd. receivables are expected to be collected over
several years and are not available to pay current year expenditures 2,421,950
Grant revenue and delinquent personal property tax not collected within 60 days of year end are
recognized as revenue in the statement of net assets, but shown as deferred revenue in the funds 930,028
Long-term liabilities are not due and payable in the current period and are not reported in the funds (6,645,438)
Internal Service Funds in the statement of net assets are included as part of governmental activities 4,555,880
Net assets of governmental activities $ 47,106,407
The Notes to Financial Statements are an I plante

Integral Part of this Statement. moran



City of Romulus, Michigan

Governmental Funds

Statement of Revenue, Expenditures, and
Changes in Fund Balances

Year Ended June 30, 2003

Nonmajor Total
Governmental Governmental

General Funds Funds
Revenue
Property taxes $ 10,258,712 $ 1,046,723 $ 11,305,435
Licenses and permits 732,084 - 732,084
Intergovernmental revenues 3,512,320 1,675,309 5,187,629
Charges for services 1,618,662 - 1,618,662
Fines and forfeitures 1,459,372 323,044 1,782,416
Investment income 278,813 105,390 384,203
Other 491,431 510,659 1,002,090
Total revenue 18,351,394 3,661,125 22,012,519
Expenditures
Current:
Legislative 62,919 - 62,919
General government 5,632,446 215,129 5,847,575
Public safety 10,335,630 297,849 10,633,479
Public works 561,215 3,449,178 4,010,393
Health and welfare 474,408 - 474,408
Recreation and culture 852,634 197,981 1,050,615
Capital outlay - 196,319 196,319
Debt service - 679,817 679,817
Total expenditures 17,919,252 5,036,273 22,955,525
Excess of Revenue Over (Under) Expenditures 432,142 (1,375,148) (943,006)
Other Financing Sources (Uses)
Transfers in 40,579 1,003,995 1,044,574
Transfers out (565,995) (478,579) (1,044,574)
Total other financing sources (uses) (525,416) 525,416 -
Net Change in Fund Balances (93,274) (849,732) (943,006)
Fund Balances - Beginning of year 2,589,463 5,323,970 7,913,433
Fund Balances - End of year $ 2,496,189 $ 4,474,238 $ 6,970,427
The Notes to Financial Statements are an 12 plante

Integral Part of this Statement. moran



City of Romulus, Michigan

Governmental Funds

Reconciliation of the Statement of Revenue, Expenditures,
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

Year Ended June 30, 2003

Net Change in Fund Balances - Total Governmental Funds $ (943,006)

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated
over their estimated useful lives as depreciation 1,981,309

Depreciation on capital assets reported on governmental funds
report as capital outlays expenditures (1,779,591)

Special assessment revenues are recorded in the statement of
activities when the assessment is set; they are not reported
in the funds until collected or collectible within 60 days of
year end (389,688)

Revenue reported in the statement of activities that does not
provide current financial resources and is not reported as
revenue in the governmental funds (GASB No. 33) 373,670

Repayment of bond principal is an expenditure in the
governmental funds, but not in the statement of activities
(where it reduces long-term debt) 375,000

Increase in accumulated employee sick and vacation pay,
as well as estimated general liability claims, are recorded
when earned in the statement of activities (220,168)

Internal Service Funds are also included as governmental

activities (58,735)
Change in Net Assets of Governmental Activities $ (661,209
The Notes to Financial Statements are an 13 plante

Integral Part of this Statement. moran



City of Romulus, Michigan

Proprietary Funds
Statement of Net Assets
June 30, 2003

Enterprise -
Sewer and Internal Service
Water Funds
Assets
Current assets:
Cash and cash equivalents (Note 3) $ 3,550,315 $ 2,195,819
Receivables - Net 2,179,923 1,669
Due from other funds 579,477 136,661
Due from other governmental units 106,851 -
Inventories 53,003 30,066
Total current assets 6,469,569 2,364,215
Noncurrent assets:
Restricted assets 6,433,279 -
Capital assets 52,736,322 2,900,805
Total noncurrent assets 59,169,601 2,900,805
Total assets 65,639,170 5,265,020
Liabilities
Current liabilities:
Accounts payable 1,545,925 312,348
Accrued and other liabilities 250,506 9,507
Customer deposits payable 54,562 -
Claims payable - 38,308
Due to other funds 67,098 13,983
Due to other governmental units - 293
Current portion of compensated absences 19,313 9,060
Current portion of long-term debt 1,613,948 172,484
Total current liabilities 3,551,352 555,983
Noncurrent liabilities:
Provision for compensated absences 63,503 21,076
Long-term debt - Net of current portion 30,029,540 132,081
Total noncurrent liabilities 30,093,043 153,157
Total liabilities 33,644,395 709,140
Net Assets
Invested in capital assets - Net of related debt 21,092,834 2,596,240
Restricted 9,713,279 -
Unrestricted 1,188,662 1,959,640
Total net assets $ 31,994,775 $ 4,555,880
The Notes to Financial Statements are an 14

Integral Part of this Statement.
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City of Romulus, Michigan

Proprietary Funds

Statement of Revenue, Expenses, and Changes in Net Assets

Operating Revenue
Charges for services
Other charges for services

Total operating revenue

Operating Expenses
Administrative charges
Salaries
Sewer and water disposal
Operating supplies
Repairs and maintenance
Gas and oil
Insurance
Fringe benefits
Equipment rental
Miscellaneous
Depreciation
Contractual services
Claims and legal

Total operating expenses

Operating Loss

Nonoperating Revenue (Expense)
Property taxes
Investment income
Interest expense
Debt service charges
Gain on disposal of assets

Total nonoperating revenue (expense)
Change in Net Assets
Net Assets - Beginning of year

Net Assets - End of year

The Notes to Financial Statements are an
Integral Part of this Statement.

Year Ended June 30, 2003

Enterprise - Internal
Water and Service
Sewer Fund Funds

$ 7285616 $ 2,462,961

89,738 5,518
7,375,354 2,468,479
704,827 .
815,484 335,515

4,560,153 -
22,886 89,275
60,133 284,355

- 143,745
41,254 623,099
380,630 116,135
218,077 20,075
15,650 3,408
1,385,736 604,590
169,853 327,442
; 5,304
8,374,683 2,552,943
(999,329) (84,464)
2,193,498 ;
184,018 23,556
(814,176) ;
114,895 -
1,126 2,173
1,679,361 25,729
680,032 (58,735)
31,314,743 4,614,615

$ 31,994,775 $ 4,555,880
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City of Romulus, Michigan

Proprietary Funds
Statement of Cash Flows
Year Ended June 30, 2003

Cash Flows from Operating Activities
Receipts from customers $
Payments to suppliers
Payments to employees
Internal activity - Payments to other funds
Claims paid

Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities
Proceeds from property tax levy - Restricted for debt service
Payments to County from Debt Service Fund
Principal paid on long-term debt
Interest paid on long-term debt
Debt service charges
Purchase of capital assets

Net cash used in capital and related financing activities

Cash Flows from Investing Activities - Investment income
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of year

Cash and Cash Equivalents - End of year $

Balance Sheet Classification of Cash and Cash Equivalents
Cash and investments $
Restricted investments (Note 3)

Total cash and cash equivalents $

Reconciliation of Operating Loss to Net Cash from Operating Activities
Operating loss $
Adjustments to reconcile operating loss to net cash from

operating activities:

Depreciation

Changes in assets and liabilities:
Receivables
Due from other funds
Due from other governmental units
Inventory
Accounts payable
Accrued and other liabilities
Due to other funds

Net cash provided by operating activities $

Enterprise - Internal
Water and Service
Sewer Fund Funds
7,570,105 $ 3,209,960
(5,192,832) (1,473,068)
(1,074,622) (422,192)
(577,487) -
- (66,191)
725,164 1,248,509
2,193,497 -
(1,566,654) -
(167,436) (165,639)
(814,176) -
114,895 -
(1,463,703) (861,301)
(1,703,577) (1,026,940)
64,280 23,555
(914,133) 245,124
10,897,727 1,950,695
9,983,594 $ 2,195,819
3,550,315 $ 2,195,819
6,433,279 -
9,983,594 $ 2,195,819
(999,329) $ (84,464)
1,385,736 604,590
62,844 -
(509,186) 882,246
251,511 -
(9,880) (6,931)
594,259 7,273
137,116 29,458
(187,907) (183,663)
725,164 $ 1,248,509

The Notes to Financial Statements are an
Integral Part of this Statement.
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City of Romulus, Michigan

Assets
Cash and investments
Accounts receivable
Due from other governmental units

Total assets
Liabilities
Due to other governmental units
Accrued and other liabilities

Total liabilities

Net Assets - Held in trust for employee benefits

The Notes to Financial Statements are an 17
Integral Part of this Statement.

Fiduciary Funds
Statement of Net Assets
June 30, 2003

Pension and
Other
Employee
Benefits Trust
Retirees'
Insurance
Benefits Fund  Agency Funds

$ 1,751,781 $ 2,210,860
8,339 1,915
1,556 518,339

1,761,676 $ 2,731,114

- $ 205,930
6,601 2,525,184

6,601 $ 2,731,114

$ 1,755,075
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City of Romulus, Michigan

Fiduciary Funds
Statement of Changes in Net Assets
Year Ended June 30, 2003

Pension and
Other Employee

Benefits Trust
Retirees'

Insurance
Benefits Fund

Additions

Investment income:
Interest income $ 932
Net increase in fair value of investments 22,483
Total investment income 23,415
Contributions - Employer 540,002
Total additions 563,417
Deductions - Benefit payments 337,049
Net Increase in Net Assets Held for Retirees' Insurance Benefits 226,368

Net Assets Held in Trust for Retiree Insurance Benefits

Beginning of year 1,528,707
End of year $ 1,755,075
The Notes to Financial Statements are an 18 plante

Integral Part of this Statement. moran



City of Romulus, Michigan

Component Units
Statement of Net Assets (Deficit)
June 30, 2003

Tax Increment Downtown Economic
Finance Development  Development
Authority Authority Corporation Totals
Assets
Cash and investments (Note 3) $ 14710925 $ 1,580,669 $ 37,288 $ 16,328,882
Receivables - Accrued interest 28,311 - - 28,311
Due from other governmental units 337,989 17,639 - 355,628
Total assets 15,077,225 1,598,308 37,288 16,712,821
Liabilities
Accounts payable 107,534 62,951 - 170,485
Deferred revenue 328,000 15,059 - 343,059
Retainage payable 11,612 - - 11,612
Due to other governmental units 9,197,762 630,761 88 9,828,611
Bonds payable:
Due within one year 770,000 140,000 - 910,000
Due in more than one year 8,320,000 1,945,000 - 10,265,000
Total liabilities 18,734,908 2,793,771 88 21,528,767
Net Assets (Deficit) - Unrestricted $ (3,657,683) $ (1,195,463) $ 37,200 $ (4,815,946)
The Notes to Financial Statements are an 19 plante

Integral Part of this Statement. moran



City of Romulus, Michigan

Tax Increment Finance Authority -
Public works

Downtown Development Authority -
Public works

Economic Development Corporation -
Community development

Total governmental activities

The Notes to Financial Statements are an
Integral Part of this Statement.

Program Revenues

Operating
Charges for Grants/
Expenses Services Contributions
$ 4898308 $ - $ -
577,335 - -
332 - -
$ 5,475,975 $ - $ -

General revenues:
Property taxes

Interest income

Total general revenues

Change in Net Assets (Deficit)

Net Assets (Deficit) - Beginning of year

Net Assets (Deficit) - End of year
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_______________________________________________________________________________________________________________________________|]
Component Units

Statement of Activities
Year Ended June 30, 2003

Net (Expense) Revenue and Changes in Net Assets

Tax Increment Downtown Economic
Finance Development Development
Authority Authority Corporation Total
$ (4,898,308) $ - $ - $ (4,898,308)
- (577,335) - (577,335)
- - (332) (332)
(4,898,308) (577,335) (332) (5,475,975)
4,024,096 756,003 - 4,780,099
175,571 13,518 583 189,672
4,199,667 769,521 583 4,969,771
(698,641) 192,186 251 (506,204)
(2,959,042) (1,387,649) 36,949 (4,309,742)

$ (3,657,683) $ (1,195463) $ 37,200 $ (4,815,946)
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note | - Summary of Significant Accounting Policies

The accounting policies of the City of Romulus, Michigan (the “City”) conform to
accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The following is a summary of the significant
accounting policies used:

Reporting Entity

The City of Romulus, Michigan is governed by an elected seven-member council.
The accompanying financial statements present the City and its component units,
entities for which the City is considered to be financially accountable. Although
blended component units are legal separate entities, in substance, they are part of
the City’s operations. Each discretely presented component unit is reported in a
separate column in the government-wide financial statements to emphasize that it is
legally separate from the City (see discussion below for description).

Blended Component Units - The City of Romulus Building Authority is governed
by a five-member board that is appointed by City Council. Although it is legally
separate from the City, it is reported as if it were part of the primary government
because its primary purpose is to finance and construct the City’s public buildings.

Discretely Presented Component Units - The following component units are
reported within the component units column to emphasize that they are legally
separate from the City.

(@) The Economic Development Corporation (the “Corporation”) was created to
provide means and methods for the encouragement and assistance of industrial
and commercial enterprises in relocating, purchasing, constructing, improving, or
expanding within the City so as to provide needed services and facilities of such
enterprises to the residents of the City. The Corporation’s governing body,
which consists of nine individuals, is appointed by the mayor with the approval of
City Council.

(b) The Downtown Development Authority (the “Development Authority”) was
created to correct and prevent deterioration in the downtown district, encourage
historical preservation and to promote economic growth within the downtown
district. The Development Authority’s governing body, which consists of seven
individuals, is appointed by the mayor with the approval of City Council. In
addition, the Development Authority’s budget is subject to approval by the City
Council.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note | - Summary of Significant Accounting Policies (Continued)

(c) The Tax Increment Finance Authority (the “Finance Authority”) was created to
promote growth. The Finance Authority’s governing body, which consists of
thirteen individuals, is appointed by the mayor with the approval of City Council.
In addition, the Finance Authority’s budget is subject to approval by the City
Council.

(d) The Brownfield Redevelopment Authority (the “Brownfield Authority”) was
created to promote growth by encouraging the correction of environmental
damage. The Brownfield Authority’s governing body, which consists of five
individuals, is appointed by the mayor with the approval of City Council. In
addition, the Brownfield Authority’s budget is subject to approval by the City
Council. There has been no activity in the Brownfield Authority to date.

The City of Romulus Housing Authority (the “Housing Authority”) has not been
included in the City’s reporting entity because the City lacks the ability to impose its
will on the Housing Authority under the guidelines of Governmental Accounting
Standards Board Statement Number 4. This entity is subject to separate audit
requirements.

Jointly Governed Organization - The City is a member of the following jointly
governed organizations:

(@) The City is a member of the 34th District Court, which provides services to the
City of Romulus, the City of Belleville, and the Townships of Huron, Sumpter,
and Van Buren. The City has a two-thirds interest in the revenue of the court
and provides the annual funding for its operations. During the year, the City
received net revenue from the Court of $1,412,225. The City is unaware of any
circumstances that would cause additional benefit or burden to the participating
governments in the near future. Complete financial statements for the 34th
District Court can be obtained from the administrative offices at |1 1131 Wayne
Road, Romulus, Michigan.

(b) The City, along with 12 other communities, jointly participates in the Downriver
Sewage Disposal System. The City’s share of capital assets, restricted assets (for
debt service), and related debt is recorded in the Water and Sewer Fund. During
the year, the City paid $2,710,707 for operations of the system and $2,376,181
for debt service. The City is unaware of any circumstances that would cause
additional benefit or burden to the participating governments in the near future,
except as discussed in Note | |. Financial statements for both joint ventures can
be obtained from the administrative offices at 415 Clifford, Detroit 48226.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note | - Summary of Significant Accounting Policies (Continued)

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government and its component units. For the most part, the effect of
interfund activity has been removed from these statements. Governmental
activities, normally supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent
on fees and charges for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of
a given function or segment are offset by program revenues. Direct expenses are
those that are clearly identifiable with a specific function or segment. Program
revenues include: (l) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment; and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as
general revenue.

Separate financial statements are provided for governmental funds, proprietary
funds, and fiduciary funds, even though the latter are excluded from the
government-wide financial statements. Major individual governmental funds and
major individual Enterprise Funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, as are the
proprietary fund and fiduciary fund financial statements. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenue in the year
for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note | - Summary of Significant Accounting Policies (Continued)

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenue is recognized as soon as it is both measurable and available. Revenue is
considered to be available if it is collected within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the City
considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures,
expenditures relating to compensated absences, and claims and judgments are
recorded only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible
to accrual - that is, when they become both measurable and available to finance
expenditures of the fiscal period. Major revenue types for which receivables are
recorded on the current accounting period’s balance sheet included property taxes
and State-shared revenue. All other revenue items are considered to be available
only when cash is received by the City.

The City reports the following major governmental fund:

General Fund - The General Fund is the City’s primary operating fund. It accounts
for all financial resources of the general government, except those required to be
accounted for in another fund.

The City reports the following major proprietary fund:

Water and Sewer Fund - The Water and Sewer Fund is the City’s only major
proprietary fund. It accounts for the activities of the water distribution systems and
sewage collection system.

Additionally, the City reports the following fund types:

Pension and Other Employee Benefit Trust Funds - The Pension and Other
Employee Benefit Trust Funds account for the activities of the Retirees Insurance
Benefit Fund, which accumulates resources for postretirement health benefit
payments to qualified retirees.

Agency Funds - The Agency Funds are used to account for assets held by the City
in a trustee capacity for others. Agency Funds are custodial in nature (assets equal
liabilities) and do not involve the measurement of results of operations.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note | - Summary of Significant Accounting Policies (Continued)

Internal Service Funds - Internal Service Funds account for major vehicle and
equipment purchases and maintenance, as well as risk management services
provided to other departments of the City on a cost reimbursement basis.

Private sector standards of accounting issued prior to December |, 1989 are
generally followed in both the government-wide and proprietary fund financial
statements to the extent that those standards do not conflict with the standards of
the Governmental Accounting Standards Board. The City has elected not to follow
private sector standards issued after November 30, 1989 for its business-type
activities.

The effect of interfund activity has been eliminated from the government-wide
financial statements, except for such activity between the governmental and
business-type funds. Eliminations of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenue and expenses from nonoperating
items. Operating revenue and expenses generally result from providing services in
connection with a proprietary fund’s principal ongoing operations. The principal
operating revenue of our proprietary funds relates to charges to customers for
services. The Water and Sewer Fund also recognizes the portion of tap fees
intended to recover current costs (e.g., labor and materials to hook up new
customers) as operating revenue. The portion intended to recover the cost of the
infrastructure is recognized as nonoperating revenue. Operating expenses for
proprietary funds include the cost for services, administrative expenses, and
depreciation on capital assets. All revenue and expenses not meeting this definition
are reported as nonoperating revenue and expenses.

Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments - Cash and cash equivalents include cash on
hand, demand deposits, and short-term investments with a maturity of three months
or less when acquired. Investments are stated at fair value. Pooled investment
income from the General Fund is generally allocated to each fund using a weighted
average of balance for the principal.

Receivables and Payables - In general, outstanding balances between funds are
reported as “due to/from other funds.” Activity between funds that are
representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as “advances to/from other funds.” Any residual balances
outstanding between the governmental activities and the business-type activities are

reported in the government-wide financial statements as “internal balances.”
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note | - Summary of Significant Accounting Policies (Continued)

Property Taxes - Property tax receivables are shown as net of allowance for
uncollectible amounts. Properties are assessed as of December 3|. The related
property taxes are billed on July | of the following year and became a lien at that
time. These taxes are due on September 30 with the final collection date of
February 28 before they are added to the county tax rolls, at which time penalties
and interest are assessed.

The 2002 taxable valuation of the City totaled $996.6 million, on which ad valorem
taxes levied consisted of 9.528 mills for the City’s operating purposes, .7000 mills for
sanitation, and 1.395 mills for EPA judgment levy. The ad valorem taxes levied
raised approximately $8,000,000 for operations, $590,000 for sanitation, and
$2,200,000 for the EPA judgment levy. These amounts are recognized in the
respective General Fund, Special Revenue Fund, and Water and Sewer Fund financial
statements as taxes receivable - current or as tax revenue.

Inventories and Prepaid Items - Inventories are valued at cost, on a first-in, first-
out basis. Inventories of governmental funds are recorded as expenditures when
consumed rather than when purchased. Certain payments to vendors reflect costs
applicable to future fiscal years and are recorded as prepaid items in both
government-wide and fund financial statements.

Restricted Assets - Restricted asset information is included in Note 7.

Capital Assets - Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items), are reported
in the applicable governmental or business-type activities column in the government-
wide financial statements. Capital assets are defined by the City as assets with an
initial individual cost of more than $1,500 and an estimated useful life in excess of
two years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation.

Interest incurred during the construction of capital assets of business-type activities
is included as part of the capitalized value of the assets constructed.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003
Note | - Summary of Significant Accounting Policies (Continued)

Buildings, equipment, and vehicles are depreciated using the straight-line method
over the following useful lives:

Land improvements 20 years
Infrastructure 20 years
Utility system 50 years
Meters 50 years
Buildings and improvements 33 years
Equipment and machinery 3 to |10 years
Vehicles 12 years

Compensated Absences (Vacation and Sick Leave) - It is the City’s policy to
permit employees to accumulate earned but unused sick and vacation pay benefits.
Employees may receive payment of the accumulated sick leave and vacation balance
at the rate determined by union contracts, which vary from unit to unit. A liability is
accrued when incurred in the government-wide and proprietary fund financial
statements.

Long-term Obligations - In the government-wide financial statements and the
proprietary fund types in the fund financial statements, long-term debt, and other
long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund-type statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized
over the life of the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt. In
the fund financial statements, governmental fund types recognize bond premiums
and discounts, as well as bond issuance costs during the current period. The face
amount of debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while discounts are reported
as other financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity - In the fund financial statements, governmental funds report
reservations of fund balance for amounts that are not available for appropriation or
are legally restricted by outside parties for use for a specific purpose. Designations
of fund balance represent tentative management plans that are subject to change.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003
Note | - Summary of Significant Accounting Policies (Continued)

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during
the period. Actual results could differ from those estimates.

Note 2 - Stewardship, Compliance, and Accountability

The City is legally subject to the budgetary control requirements of State of Michigan
P.A. 621 of 1978 (the Uniform Budgeting Act). The following statements represent
a brief synopsis of the major provisions of the Act:

|. Budgets must be adopted for the General Fund and Special Revenue Funds.

2. The budgets must be balanced. The balanced budget may include a contribution
to or appropriation from fund balance.

3. The budgets must be amended when necessary.

4. Debt cannot be entered into unless permitted by law.

5. Expenditures cannot exceed budget appropriations.

6. Expenditures cannot be made unless authorized in the budget.
7. Public hearings must be held before budget adoptions.

The City adopts its budget on an activity basis (department), which is in accordance
with the State’s legal requirements and is the level of classification detail at which
expenditures may not legally exceed appropriations.

The City follows these procedures in establishing the budgetary data reflected in the
financial statements:

I. In February, the mayor holds a meeting with all departments. At this time, the
finance department provides the necessary budget materials with instructions
and discusses intended strategies.

29

plante
moran



City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003

Note 2 - Stewardship, Compliance, and Accountability (Continued)

2.

In March, the mayor and finance director hold meetings with each department
to review proposed spending and activities. Working with the finance director,
alternative approaches are sought to provide better services and reduce costs.
Departmental recommendations are refined by the mayor according to overall
City needs and estimated available revenue.

The City Charter provides that the mayor must submit his recommendations on
the upcoming year’s budget on or before the first day of April. With his line item
recommendations, the mayor summarizes major policy and concerns, along with
his proposed tax levy and the estimated revenue generated in his transmittal
letter located in the supplemental schedules section of this document.

The City Council conducts budget hearings with the mayor and the finance
director during the month of April. Citizens are given an opportunity to
comment on proposed spending at a City Council public hearing, which is
generally held on the first or second Monday in May. Prior to this public hearing,
the proposed budget is available to the public in the City Clerk’s office for
inspection for a period of not less than three weeks. The Council then makes
final adjustments to the proposed budget, according to the concerns developed
during its public hearings. Under Charter, the City Council must adopt the final
budget for the ensuing fiscal year on or before May |5 of each year.

The City budget is adopted by resolution, which incorporates the line items in
the mayor’s recommendations, amendments and refinements as developed by
changing events and concerns established in the Council hearing process, and
policy guidelines for expenditure of funds. A vote of four of the seven Council
members serving is necessary for budget adoption. The mayor has item veto
authority, which he may exercise subsequent to budget adoption.

Budget appropriations lapse at year end; encumbrances are not included as
expenditures. Encumbrances outstanding of $169,059 at June 30, 2003 have been
reappropriated into next year’s budget. During the current year, the budget was
amended in a legally permissible manner. A comparison of the budget with
statements of actual revenues and expenditures, including budget variances, for the
General Fund is presented as required supplemental information. Budgetary
comparisons for the Special Revenue Funds can be obtained at City Hall.
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City of Romulus, Michigan

Notes to Financial Statements
June 30, 2003
Note 2 - Stewardship, Compliance, and Accountability (Continued)

The budget has been prepared in accordance with accounting principles generally
accepted in the United States of America, with the following exceptions:

e Operating transfe